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ERRATUM 


In the article on ‘Franco’s Foreign Policy’ (The World Today, 
December 1953), on p. 520, last line, it was incorrectly stated that 
the exiled Spanish Republican Government was at present in 
Mexico. This Government, headed by Sr Félix Gordén Ordas, 
in fact has its headquarters in Paris (Avenue Foch 35), where it is 
operating with the aid of voluntary contributions. 
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The Survival of Treaty Obligations on the Emergence of New States 


THERE is no dearth of examples in modern history of the 
emergence of new States. A new State may arise in one of several 
ways: as a result of the dismemberment of an existing State, as 
happened after the first World War in the case of Poland and 
Czechoslovakia; of secession, as happened in the case of America; 
of separation, as happened in the case of India and Pakistan; or of 
the relinquishment of a mandate by the mandatory Power, as 
happened in the case of Israel. In addition, there are cases in which 
an existing State may be enlarged by the incorporation of territory 
formerly belonging to another State. Such incorporation, however, 
does not result in the establishment of a new State entity. 

International courts and tribunals have had little, if any, oppor- 
tunity to consider the precise legal implications of what is loosely 
referred to as State succession, and we are almost entirely depend- 
ent on State practice in answering the difficult question as to 
whether treaties concluded by a country previously exercising 
sovereignty continue to be binding on the new State entity. There 
is wide, though not universal, agreement that a new State emerg- 
ing as a result of one of the incidents referred to above is not bound 
by the treaties concluded by its predecessor, or, as Sir Arnold 
McNair expresses it, ‘starts with a clean slate in the matter of 
treaty obligations’. This rule is subject to two exceptions: that the 
new State may voluntarily accept—and often does accept—certain 
existing treaty obligations, and that State servitudes referable to 
specific areas situate in the new State continue to be binding on the 
new entity. Examples of such servitudes are rights of navigation 
accorded to other countries on rivers flowing through the new 
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State, or the duty to maintain lighthouses and other aids to naviga- 
tion. 

There is one form of factual State succession resulting in the 
birth of a new State which is so rare in practice that it has hardly 
attracted the attention of Foreign Offices or writers. This, for want 
of a better term, may be described as the fusion of two existing 
entities which, on being merged, constitute a new State. The in- 
corporation of Prussia in the newly constituted German Empire 
has sometimes been described as a case of fusion, but in fact it was 
no more than the enlargement of a predominating Prussia by the 
addition of a number of other States, and the contention of the 
United States Government that the new German Empire was 
bound by the treaties previously concluded by Prussia was accept- 
ed by the new German Government. 

Today the position of Germany is vastly different. There are in 
existence two independent entities, the Federal Republic of 
Germany and the German Democratic Republic. The fact that 
only the former is recognized by the Western Powers does not 
affect the existence, in fact and in law, of the latter. The question 
has now arisen whether in the somewhat unlikely event of the re- 
unification of Germany the new German State would be bound by 
the treaty obligations of the German Federal Republic, and more 
particularly by the undertaking of the latter to join the European 
Defence Community. M. Bidault’s contention that a re-unified 
Germany would not be so bound has caused some astonishment, 
and lawyers and politicians are divided in their views. ‘The answer 
to the question depends on whether re-unification would in law 
be the result of genuine fusion or of the incorporation of Eastern 
Germany in the German Federal Republic. If it could be regarded 
as a case of fusion, the new State would not be bound. If, on the 
other hand, it were to be regarded as a case of merging Eastern 
Germany in Western Germany, the treaty obligation would 
devolve on the new German State. The fact that the present 
situation is unique in modern history should not deter us from 
drawing the conclusion which alone is justified in the light of 
reality. It cannot be said that Eastern Germany is either geo- 
graphically, politically, or economically the lesser of the two en- 
tities; therefore re-unification, if it were to take place, would con- 
stitute a genuine case of fusion, the newly emerging State entity 
being entitled to ‘start with a clean slate’. It is thought that the 
attempt to solve the problem by recourse to the wording of article 
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7(3) of the ‘Convention on Relations between the Three Powers 
and the Federal Republic of Germany’, of 26 May 1952, is com- 
pletely erroneous. This provision was: rightly based on the 
premise that treaty obligations could not validly be imposed on an 
entity not in existence when the Convention was concluded. ‘The 
view that a re-unified German State would not be bound by the 
undertaking of the Federal Republic to enter the European 
Defence Community follows not from the wording of the Con- 
vention, but from a correct interpretation of international law as 
expressed in general State practice. 


The Campaign in Laos 


THE political struggle in Indo-China has for some time been 
more important than the military. The decisive military struggle 
took place in 1950 and 1951 and it then became clear that neither 
side could achieve a quick, purely military, solution of the conflict. 
The French discovered that they could not, without much greater 
metropolitan forces than they could spare, destroy Communist 
resistance, supported as it was by the Chinese—and many non- 
Communist Nationalists; while the Communists found that, even 
with Chinese aid, they could not loosen the French grip on the 
two vital centres of Vietnamese population and production, the 
Red River delta and Cochin-China. The prominent Communist 
campaigns since then, as opposed to the continuing and bitter 
but less spectacular struggle in the delta, consisting as they mostly 
have of marchings and counter-marchings in the largely empty 
spaces of the Thai country and Laos, appear to have had political 
rather than military objectives. The French forces were to be con- 
fused and dispirited, the Communists’ own supporters cheered, 
other Vietnamese frightened into attentisme, and, above all, the 
movement for ‘peace at any price’ in France was to be encouraged. 

They have not been without success in this last respect. The 
approach of the Communist forces to the gates of Luang Prabang 
last spring produced, as it has this year, a wave of pessimism in 
France, and for a moment it looked as if the search for a new 
French Government then in progress might even produce one 
committed to precipitate withdrawal from Indo-China. What did 
result was a clearer realization in France that the existing policy 
of limited independence within the French Union for the three 
‘Associated States had no hope whatever of success, and a distinct 
change of policy followed. On 3 July the new Laniel Government 
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in a Note to the High Commissioners for Vietnam, Laos, and 
Cambodia in Paris made ‘a solemn declaration’ of its intention to 
complete the independence of the three States—hitherto French 
ministers and officials had spoken as if these States already had 
all the independence they could expect. The Note went on to say 
that the growth of the armies and administrations of the Associated 
States justified the transference of those powers which France had 
hitherto retained. The Ministry for the Associated States was 
abolished and a Foreign Office official, M. Dejean, made Com- 
missioner-General in the Associated States. 

Since then negotiations have proceeded subject by subject for the 
transfer of French powers to Laos and Cambodia and a number of 
protocols have been signed, while a treaty between France and 
Laos was signed on 22 October 1953. Formal negotiations with 
Vietnam are expected to start in the next few weeks. In these 
negotiations the French seem even to have gone so far as to strain 
the limits of their Constitution. The treaty with Laos spoke of the 
French Union as ‘an association of independent and sovereign 
peoples free and equal in rights and duties’, and in January M. 
Dejean stated in a speech that ‘the conception of the French 
Union outlined in the preamble to the Constitution is essentially 
liberal and egalitarian. It is for this conception that France has 
declared herself in the definition of her relations with the associ- 
ated States’. Neither of these pronouncements squares with other 
sections of the Constitution which give France controlling rights 
in the Union. 

The Communist sweeps into Laos have also had the effect of 
stimulating the French to press for international discussions on a 
settlement in the Far East, a result that would appear to be in 
accord with general Communist policy at the present time. The 
Vietnamese Communists have put forward suggestions for some 
months that a negotiated settlement might be possible, and in 
November Ho Chi Minh, in answer to a series of questions by the 
Swedish paper Expressen, said that ‘the people and Government of 
the Democratic Republic of Vietnam’ were ready to examine any 
proposals for an armistice which the French might put forward, 
the condition precedent being that France should respect the 
independence of Vietnam. Ho, of course, studiously ignores the 
Governments of the Associated States as recognized by France in 
this connection, and would undoubtedly welcome an agreement 
which might deliver into the hands of his party without a struggle 
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what they have failed to gain by military action. As L’ Humanité of 
2 January 1954 makes Kuo Mo-jo say of Ho’s proposal, ‘Nous 
pensons que cette action pour la paix constitue l’arme de la 
victoire.’ 








The Disgrace of Djilas and its 
Implications 


THE disgrace of Milovan Djilas, Marshal Tito’s trusted collabora- 
tor for seventeen years, and one of the leading ideologists of the 
regime, is a sign that the anti-Stalinist doctrines of Yugoslav Com- 
munism can lead to dangerous heresy if pressed to their logical 
conclusion. Djilas appears to have been in disagreement with the 
other Yugoslav leaders as early as last summer, at the time of the 
Central Committee meeting at Brioni, but the events which led 
immediately to his disgrace started last October, when he agreed 
to contribute a series of weekly articles to the Communist daily 
newspaper Borba. Since Djilas was then still considered to be one 
of the leading ideologists of the regime there was nothing unusual 
in this, and the earlier articles, like so much official theorizing in 
Yugoslavia, seem to have been read cursorily, or not at all. 
Marshal Tito, however, when asked by Dyilas in the autumn what 
he thought of the articles, replied that there were some things he 
did not like, but told him to carry on. The earlier articles were, in 
fact, only mildly controversial, but during November and early 
December they began to warm up, and on 20 December it was 
announced that they would in future appear three times weekly. 
From the article of 24 December it was clear that Dyilas was 
meeting with criticism from some of his colleagues, and in fact, as 
we now know, Kardelj, the ideologist-in-chief of the regime, 
had remonstrated with him two days earlier, though to no 
effect. 

The leadership was now in an awkward dilemma. To stop the 
series would reveal that there was a rift in the Executive Committee, 
since Borba had announced that it was due to last another six or 
seven weeks: for the same reason Kardelj decided not to engage 
Djilas in print, as he had first intended. On the other hand, the 
articles were widely regarded as an expression of the official line, a 
fact which explained in part the favourable reception that they 
were receiving in the Communist ranks. Had Djilas confined him- 
self to general theorizing the dilemma would not have been so 
serious. But in the article of 27 December he proposed a radical 
reorganization of the League of Yugoslav Communists which, in 
the view of the orthodox, would amount to its virtual liquidation. 
Worse still, some Yugoslav papers began to carry out a poll of 
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opinion among the lower ranks of the League and reported that the 
proposal had been well received. However, the leadership was at 
a loss what action to take and with some misgiving allowed the 
election of Djilas as President of the People’s Assembly to go for- 
ward as planned. By this time the editor of Borba had sensed that 
something was wrong, but despite urgent telephoning to ‘respons- 
ible comrades’ he was unable to get any guidance. This vacillation 
was probably due mainly to the fact that Tito was away from Bel- 
grade taking a health cure in Slovenia. It was not until he had read 
the article of 27 December and seen from the December review 
of foreign press comment on Yugoslavia how Djilas’ theorizing 
was being received abroad that his eyes were opened to the extent 
of his deviation. But although his disapproval was made known to 
Djilas, five more articles were to appear after the notorious 
‘Subjective Forces’ of 27 December—the last on 7 January. 

What action the leadership would have taken if Djilas had con- 
fined himself to ideological and organizational questions we shall 
never know. For what led to the final dénouement was not an 
article in the Borba series but a devastating satire on life and man- 
ners in the innermost circle of the political leadership, centring 
round the unhappy experiences of the young actress wife of 
Djilas’ friend and fellow-Montenegrin General Dapéevi¢, which 
appeared over Djilas’ signature in the January number of the liter- 
ary review Nova Misao. Further attempts to conceal the rift were 
now useless: on 10 January the Executive Committee announced 
in Borba that Djyilas’ articles did not represent the views of the 
Committee and that the editor had been ordered to stop further 
publication. In the same number, the paper carried the first 
criticism of Djilas’ views to appear in the press: for three months, 
in nineteen articles, he had held the field without challenge from 
any quarter. 

A week later the Central Committee of the League met to con- 
sider the case. After a recantation so hedged about with qualifica- 
tions that it was hardly a recantation at all, Djilas was severely 
reprimanded and deprived of his membership of the Executive and 
Central Committees. Earlier he had given up the Presidency of the 
Assembly; he now resigned his seat as well out of deference to 
‘popular indignation’ in his constituency and retired into ob- 
scurity. His friend Dedijer, the biographer of Tito, who showed 
an almost public-school loyalty to Djilas at the meeting of the 
Committee, has also fallen from favour. 








100 THE WORLD TODAY, VOL. 10, NO. 3, MARCH 1954 


Since the two-day discussion in the Central Committee was 
reported verbatim in the Yugoslav press the Djilas case is remark- 
ably well documented. It is clear that, underlying the ideological 
differences between Djilas and the majority of his colleagues, there 
was a very human clash of personalities. Seen through their critical 
eyes he appears as the eternal student-intellectual, ever rebellious 
and intolerant of discipline: he is the would-be philosopher who 
said he would not let ‘them’ turn him into a civil servant and ‘wrote 
and wrote and wrote’ and haunted the literary cafés while the 
comrades he scorned as ‘bureaucrats’ wore out their health at their 
office desks: he is the vain intellectual who stole the limelight from 
his colleagues at the Congress of Asian Socialist Parties in Rangoon. 
Behind these tart and resentful comments on ‘Comrade Djido’s’ 
personal failings there may be an element of truth. But no one 
reading his articles could attribute his heresy solely to the tempera- 
mental antagonism of an intellectual towards tight-lipped 
authority. Rather the impression they give is that of a man who set 
out to tackle certain contradictions in the official doctrine which 
had never before been publicly discussed, and who was courageous 
enough to press on with his arguments even when he saw that they 
were leading him into heresy. 

Directly or indirectly, the theme of the articles was the role of 
the Communist League in the life of the country, and on this 
question Titoist ideology is shot through with the most awkward 
contradictions. According to the official doctrine pronounced by 
the sixth Congress of the Party held in November 1952, the Com- 
munists are the ‘organized and most conscious section of the 
working class’ and its ‘organized political force’. Where Yugoslav 
theory departs from Stalinist practice is in the conviction, which 
is central to the whole doctrine of 'Titoism, that the ‘directive’ role 
of the Party (the phrase ‘leading role’ has been dropped as tainted 
with Stalinism) must not be allowed to degenerate into the 
dictatorship of a party-State manned by a bureaucratic caste whose 
interests are bound up with the maintenance of State power in all 
its forms, and thus diametrically opposed to the interests of the 
masses and the creation of the stateless society. All the efforts of 
the Yugoslav leadership during the past three years or so have been 
directed towards the creation of a system that obviates this danger, 
first, by substituting objective economic laws for the ‘subjectivity’ 
of the economic bureaucrat: second, by enforcing the rule of law 
against the arbitrariness of the local official and party boss: and 
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thirdly, by devising a set of institutions that will ensure the maxi- 
mum participation of the masses in the taking of decisions. ‘The 
task of the Communists is not to rule, but to infuse life into the 
new system. They must throw the weight of their authority into 
the popular assemblies and prevent their degeneration into ap- 
pendages of the executive, or, in industry, of the managerial class; 
they must encourage the participation of the masses in all the 
bodies open to them: they must ‘raise the consciousness of the 
masses to their own level’ (an appalling piece of condescension 
considering the level of intelligence of the average Party member). 
At the same time, they must hold the whole system together and 
keep it moving in the direction laid down in official policy. But 
this they must do by persuasion and not by compulsion. ‘The Com- 
munist must be first and last an educator, an activator, and a 
missionary, and it was to mark this change in the role of the Com- 
munists that at the sixth Congress the Party was rechristened the 
Communist League. 

The significance of Djilas’ articles is that he comes to grips with 
the contradictions in the new line with a boldness that no Yugoslav 
Communist has yet attempted. The first weakness is a practical 
one—the inadequacy of the human material that the leadership 
has at its disposal. The average Party functionary knew where he 
was in the old days. He had to deal with the class enemy, to 
organize the peasantry into collective farms, to recruit manpower 
for industry, to mobilize voluntary labour brigades, and so on. 
And he had the power and privilege by virtue of his membership 
of the Party, irrespective of whether he was legally entitled to it or 
not. But today the old ‘administrative’ methods are taboo. And 
now that the economic system is organized on more rational lines 
many of them are, in any case, less essential. So the faithful Dob- 
bin of the League either sits entrenched in some executive position 
and carries on according to the old methods, or he lapses into 
passivity. The circular letter put out after the second Plenum of 
the League last summer was more concerned with the second type 
of deviation from the official line than with the first. Many Com- 
munists, it said, had interpreted the new line to mean that they 
no longer had any responsibility for furthering the cause of 
socialism. These reproaches were backed up by the Communist 
press. Far from proselytizing among the masses, the rank and file 
in the basic organizations wasted their time in an endless succession 
of committee meetings that led to nothing: some even believed 
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that the new line meant ‘Now we have democracy and the masses 
can do what they like and elect whom they please.’ 

Djilas’ suggested way out of this impasse was a radical one, 
but considering that the leadership is seeking some solution to this 
problem it was not so radical, regarded in isolation from his 
other arguments, as to merit the name of heresy. His proposal was 
that the Communists should be in practice what the sixth Congress 
had pronounced them to be—a league and not a party. The trouble 
was, he argued, that there was a contradiction between the tasks 
of the League in the new epoch and its organizational form. The 
main task of the Communists was now to proselytize, but they 
were still organized as a ruling group in an elaborate hierarchy of 
committees that shut them off from the living world outside. In the 
second place, the Party had grown enormously since the war and 
become predominantly a party of white-collar workers and 
peasants. This being so, it was inevitable that its general ideological 
level should be low. So let the League be a real league—a loose 
association of ideologically kindred spirits which would have its 
own aim and line but would not be ossified into an organization 
that divorced it from the masses. The Communists would per- 
meate society, but they would do so as individuals qualified to lead 
and guide by individual merit and not by membership of an 
historically predestined elect. A League organized on such lines 
would obviously have no attraction for the opportunist or the hack; 
the weaker brethren would fall away, and the valuable Communists 
and sympathisers who were absorbed in their professional work 
and saw no point in Communist activity that consisted in an end- 
less series of committee meetings would be drawn back into the 
fold. 

As Djilas pointed out, the proposal was not wholly in conflict 
with the letter of the resolution of the sixth Congress. Where it 
departed furthest from it was in the matter of organization. Even 
if the League, his critics argued, no longer required the organiza- 
tion. necessary for a ruling party, it still needed a structure that 
would secure unity of purpose and discipline. Djilas’ suggestion 
looked to them like the flaunting of anarchist individualism. Was 
the League to become a club of intellectuals—an appendage to the 
literary cafés? That was how the orthodox were inclined to treat 
his proposal. 

However, apart from the practical question of how to rid the 
League of the weaknesses discussed at the second Plenum, Djilas 
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also tackled what is perhaps the fundamental contradiction in the 
Titoist doctrine. The rank and file of the Party are told that they 
are proselytizers and not rulers and must get their way by influence 
and not by power. But the fact remains that the League as a whole 
does have power: its leaders are at the same time the rulers of 
Yugoslavia in the sense that they formulate policy and take all the 
crucial decisions. At every key point in the political system League 
and State are united. Now the emergence of a monopolistic and 
bureaucratic party-State is, in Yugoslav doctrine, the greatest 
danger that can threaten socialism. But while the economic mono- 
poly of the party-State over the means of production, 1.e. ‘State 
capitalism’, has been to a very large extent weakened, the political 
monopoly of the Party remains intact in all its essentials. ‘This is 
still more true in the field of ideas: there is still a Party line and a 
ruling doctrine. But whereas the other ideologists of the regime 
tend to shirk this contradiction, Djilas made no bones about it. He 
pushed the official line on the role of the League to its logical con- 
clusion, which explains why Kardelj was able to argue at the 
Central Committee meeting, first, that Djilas had not produced 
anything new, and second, that what he said was heresy. ‘The issue 
in Yugoslavia today, Djilas argued, was between the ‘Communist- 
democrats’ and the ‘bureaucrats’. But according to official 
theorists bureaucracy in Yugoslavia has been eliminated as a 
serious danger by the reorganization of the political and economic 
system, and the bureaucrat is simply the man who cannot rid 
himself of the old conceptions and adapt himself to the new order 
of things. For Djyilas, on the contrary, ‘bureaucracy’ meant the 
monopoly of a single party in any of its possible forms, and the 
‘bureaucrat’ any one who tried to uphold it. And in his later articles 
he seemed to be implying that most of his colleagues were ‘bureau- 
crats’ in this sense. In this connection, Kardelj’s account of the 
conversation he had with Djilas on 22 December is of great inter- 
est. According to him, Dyilas accused Tito of ‘defending bureau- 
cracy’ and added that Kardelj and Rankovi¢ were really on his, 
Djilas’, side, but dared not say so for fear of falling out with Tito. 

Underlying Dyilas’ arguments is, one feels, a liberal dislike of 
the idea of an ‘elect’ claiming the right to rule and guide by virtue 
of historical sanction and not by individual merit. And in arguing 
against it he comes very near to rejecting a fundamental tenet of 
Marxism. Why, he asks, should the ‘subjective’ ideas of the Com- 
munists correspond to ‘objective’ reality? And why should their 
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interests necessarily be identical with those of society as a whole? 
Now the orthodox reply would be that the Communists are ‘the 
most conscious part’ of the working class and that the interests of 
the working class, as the class of the future, are necessarily 
identical with those of society as a whole. But Djilas will have none 
of this. No class or political movement, he argued, can claim the 
right to represent exclusively the interests of society as a whole or 
proclaim their ideas as objective truth. What the elect proclaim as 
truth may be true at the moment it is proclaimed. But the truth 
becomes ossified in dogma and in the meantime reality has flowed 
on, generating new ideas and new forces which come into conflict 
with the ruling group. And if the ruling group resists, as inevitably 
it will, then there is a danger that it will degenerate into the ‘priest 
and gendarme’ of socialism. This argument is the justification for 
Djilas’ plea for greater freedom of thought and expression on 
fundamental matters within the ranks of Yugoslav socialism. 

In other articles he answers the rejoinders which the orthodox 
would be likely to make to his argument. First, is the regime strong 
enough to permit open disunity on socialist fundamentals? The 
obvious weakness of Djilas’ case when arguing this question was 
his tendency to underrate the strength of the ‘class enemy’ and 
correspondingly to overrate the degree of ‘socialist consciousness’ 
attained by the masses. Secondly, if the League is not united in 
disciplined service to the aim of the stateless society, is there not a 
danger that, as in the Soviet Union, expediency will prove stronger 
than ideology? But for Djilas the idea of a final goal is dangerous 
for the very reason that it implies the existence of an authority to 
define it and decide what measures may best lead towards it. 
Djilas gets round the problem by denying the existence or need for 
a final goal and thus laid himself open to the accusation of “Bern- 
steinism’ and ‘revisionism’. 

When the publication of the articles was stopped on 7 January 
there were still some fifteen more to come, so we can only specu- 
late as to where Djilas’ arguments would eventually have led him. 
But in arguing that no single movement can claim the right to 
decide fundamental policy by virtue of historical predestination, 
and that only practice can be the arbiter between conflicting ideas, 
he seemed to be moving towards the idea of some form of multi- 
party democracy within the limits of the socialist movement. 
According to his critics in the Central Committee, Dyilas had on 
several occasions expressed the belief that the time was ripe for the 
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emergence of a socialist opposition. In his reply, he denied that he 
had in mind a multi-party system in the usual sense of the term, 
and said that he was thinking rather of what he called a ‘group 
system’—a phrase he attributed to Tito. 

It is reasonably certain that Djilas, in making his challenge to 
the Communist leadership, was speaking for himself and not voic- 
ing the opinions of an organized faction. But there are certainly 
many intellectuals in the League who hold similar opinions and it 
is very likely that he succeeded in crystallizing the half-formed 
doubts and ideas of others. To the liberal-minded supporter of 
the regime the appeal of the articles is the humanism that under- 
lies them. But to the orthodox Party functionary Djilas’ optimism 
as to the autonomous development of socialism, and his neglect of 
the problem of power, seemed unrealistic and even naive. 

It is natural to ask whether the disgrace of Djilas heralds a right- 
ward swing in the official policy towards a narrower, more Stalinist 
form of Communism. There would seem to be no good reason for 
assuming this. It has been clear for a long time that there are strict 
limits to the liberalism of the new Communist policy in Yugo- 
slavia. During the past few years measures of liberalization have 
followed each other in quick succession. The new system is now 
complete in all its essentials and the ferment of new ideas that 
followed the break with Stalinism has hardened into a new ortho- 
doxy. The disgrace of Dyilas is a reminder both of the existence of 
this orthodoxy, and of the contradictions that weaken it. 


D. L. C. 


German Opinion and the Berlin 
Conference 
An Interim Summary 


[HE Federal Chancellor, Dr Adenauer, made no attempt to con- 

ceal the anxiety with which he and his Government, and, indeed, 

the majority of West Germans, awaited the outcome of the Four- 

Power Conference in Berlin. On 13 January he told the C.D.U. 
B 
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Parliamentary Committee that if the Conference came to nothing 
he had little expectation that the United States-Soviet conversa- 
tions on atomic energy would necessarily lead to an improvement 
in the international situation. The German people, he said, found 
themselves in the most grave situation which had faced them since 
1945. The Soviet Government might succeed in delaying still 
longer the attainment of European integration; so long as the 
Powers sat together round a conference table there would be no 
move by France in that direction, and if the present cleavage con- 
tinued the United States might well withdraw from Europe. Dr 
Adenauer quoted M. Bidault as saying he would go to Berlin ‘with 
endless patience’, and commented that even patience must have 
an end, otherwise Germany would become the plaything (Spielball) 
of foreign interests. A few days later the C.D.U. Party Executive 
issued a statement declaring that the peace and security of the 
world could not be better served than by the re-unification of 
Germany in peace and freedom, but supporting the efforts of the 
Government to give Germany the means of defence since the 
security of France and Europe could be increased only by a Ger- 
man defence contribution, and repeating the Chancellor’s warnings 
against the neutralization of Germany and against any develop- 
ment which might lead to a United States withdrawal from 
Europe. 

Herr Ollenhauer, Leader of the S.P.D. Opposition, told the 
party’s Parliamentary Committee on 13 January that his approach 
to the Conference was one of ‘cautious optimism’. In a broadcast 
on 24 January he said that if the choice should be offered between 
the Adenauer Government’s policy of integration and the re- 
establishment of German unity in freedom, then the S.P.D. was 
convinced that re-unification must have priority. 

The East German Premier, Herr Grotewohl, on the other hand, 
in an article published on 6 January, described the issue at stake at 
the Conference as the peaceful solution of the German problem, 
not the holding of free elections in Germany but security and 
peace for the world and for Germany. In the East German press 
and on the air ‘democratic’ free elections and ‘democratic’ unity 
were demanded. At a press conference on 11 January the Deputy 
Prime Minister, Herr Nuschke, asserted that United States Intel- 
ligence Services and West German organizations working for them 
were planning a ‘new provocation’ on the lines of the 17 June 
conspiracy. Officials of the Socialist Unity Party and of the Free 
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German Youth were given three main tasks in the weeks before 
the Conference by Herr Ulbricht: to answer clearly all questions 
from members of the public in the great debate on the easing of 
international tension; to increase and strengthen the ties between 
the party and the people; and to make more determined application 
of the lessons of 17 June by removing waverers and enemies. 
Stronger measures must be taken against opponents of the regime 
and against Social Democrat misconceptions. 

On 16 January the release was announced of 6,000 German 
' citizens sentenced in 1945 by Soviet courts for war crimes and 
crimes against the occupation Powers. Finally President Pieck in a 
broadcast spoke of the common demand of all Germans that the 
German people should be heard at the Conference through the 
voice of legitimate representatives of the German Democratic 
Republic and the Federal Republic, and that the Potsdam Agree- 
ment should be implemented, since it afforded to a unified Ger- 
many the security of a lasting peace, while assuring the develop- 
ment of mutual trust and good relations between the German 
people and all its neighbours. 

Nevertheless, after the Conference had met and when it came 
to discuss Germany, the Soviet Zone seemed, in the words of a 
West German leader writer, to be ‘holding its breath’. Thousands 
of letters to Mr Dulles and Mr Eden,? posted in West Berlin by 
East Germans, supported the Western proposals, above all for the 
holding of free elections. In the Eastern Zone, according to West- 
ern reports, the words ‘We demand free elections’ appeared on 
walls, on the windows of trains, and elsewhere, were rubbed out 
by the police, and reappeared. On a wall in Potsdam was painted 
‘Molotov, there will be another 17 June unless we get free elec- 
tions’. Yet even after Mr Molotov’s rejection of the Eden plan 
and after his own proposals had been made, when the hope of free 
elections might almost seem to have vanished and a wave of 
arrests of the ‘politically unreliable’ was already in progress in the 
Eastern Zone, the number of refugees coming from there to seek 
asylum in the West was smaller than at any time during the 
previous year. 

The official response of the East German Government to the 
Eden plan and to Mr Molotov’s first proposal of 1 February (re- 


! Siiddeutsche Zeitung, 10 February 1954. 

® Manchester Guardian, 12 February; The Times, 16 February 1954. 

° Siiddeutsche Zeitung, 8 February; Frankfurter Allgemeine Zeitung, 10 
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ported verbatim on the front page of Neues Deutschland, whereas 
the Western Ministers’ speeches were relegated to summaries— 
of varying degrees of accuracy—elsewhere in the paper)! was 
made by Premier Grotewohl to the Volkskammer on 3 February. 
He said that since there were no constructive proposals from the 
Western Ministers in answer to Mr Molotov, the necessary con- 
clusion was that the struggle for German unity and a peace treaty 
must be continued by working for an understanding among Ger- 
mans. He proposed a ‘democratic plebiscite’ to be held without 
delay in the whole of Germany with complete equality and free- 
dom (this was in response to Mr Molotov’s suggestion that there 
should be a referendum throughout Germany to decide whether 
the Germans preferred a peace treaty or the Bonn Convention and 
the European Defence Treaty). Herr Grotewohl insisted that the 
Bonn and Paris Treaties made it impossible to re-unite Germany 
as a peace-loving and democratic State and therefore that their 
elimination was the most important task in the struggle for the 
restitution of that unity on a democratic basis. 

Following Herr Grotewohl’s speech, the Volkskammer adopted 
a resolution approving Herr Grotewohl’s statement on behalf of 
the East German Government and declared that the German 
people’s main concern was the creation of a Peace ‘Treaty with 
Germany which presupposed the rejection of the ‘war treaties’ of 
Bonn and Paris. Those who, the statement said, were, like Mr 
Eden, in favour of free elections advocated an electoral law 
dictated by the occupation Powers and the supervision of the elec- 
tions by them, an insult to the German people. Such men as 
Papen, Schleicher, and, later, Hitler were freely elected in their 
day, but the German people did not want new elections to lead to 
a second Hitler and another world war.’ 

Mr Molotov’s counter-proposals to the Eden plan, made on 
4 February, for a provisional all-German Government to hold 
elections on conditions agreed in advance by the two present 
German Governments (and without interference from the foreign 
Powers), to ensure freedom to all democratic parties and organiza- 
tions, and to prevent the existence of Fascist, militarist, and other 
organizations hostile to democracy, were elaborated by the East 
German press, and all party officials received instructions to ex- 
plain them daily to the people. Neues Deutschland and Tagliche 


1 Neues Deutschland, 2 February 1954. 
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Rundschau declared that the tasks of the all-German Government 
envisaged by Mr Molotov were as follows: to annul the Bonn and 
Paris Agreements; to watch over the elections in order to stop 
interference by Western controllers; and to abolish the West 
German co-determination law and deprive armaments mono- 
polies, bank trusts, and military organizations of their power. 

In the eyes of the West German Government, Mr Molotov’s 
plan for a peace treaty creating an integral German State which 
should be permitted no military alliances or coalitions and should 
not be bound by any obligations concluded by the Federal Re- 
public or the German Democratic Republic was, of course, en- 
tirely unacceptable as a basis for discussion. There was, in general, 
recognition of the efforts of the Western Foreign Ministers to meet 
Mr Molotov’s objections to the Eden plan, and M. Bidault re- 
ceived especially warm praise for insisting that the Bonn and Paris 
Treaties would not, and indeed could not, under international law, 
bind a re-united Germany. The Eden plan as thus modified was 
regarded as the greatest concession which Germany, and with it 
the West, could make without danger, but the Minister for All- 
German questions, Herr Kaiser, emphasized in a broadcast? that 
negotiations concerning German reunification must not be 
allowed to lapse. Germans in the East and West expected, not a 
perpetuation of division, but at least the recognizable beginning of 
reunification. ‘The Conference, he said, had shown that there were 
security problems on all sides. The dividing line could only be 
abolished by free elections, an All-German National Assembly, 
and then the formation of an All-German Government. 

The S.P.D. Opposition, on the other hand, deplored the fact 
that part of the West German press had reported Mr Molotov’s 
proposals of 1 February in an incorrect and tendentious manner: 
he could not have been expected simply to adopt Mr Eden’s plan, 
and his own proposals should have been regarded merely as the 
taking up of an official position.2 "Throughout the period of the 
Conference the S.P.D. emphasized the danger of acquiescing in 
the perpetuation of partition and urged on the Foreign Ministers 
the necessity of discussing together, as part of a whole instead of 
piece-meal, the questions of security, the reunification of Germany, 
and free elections. But Herr Ollenhauer himself seems to have 
been unequivocal in declaring that the first Molotov proposals 
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were incompatible with parliamentary democracy. In a television 
interview he put the acceptance of free elections first; on the other 
hand the Conference would have to examine the question of 
whether or not the U.S.S.R. would agree to the holding of free 
elections if Germany’s integration into the European Defence 
Community were renounced. He said that the United Nations 
should discuss Germany’s future contribution to international 
security; a united Germany as a member of the United Nations 
could not be a threat to the security of any of the four Powers 
represented at the Conference. 

Anxiety as to the consequences to the East Zone of a failure of 
the Conference which might leave no basis for further discussion 
on the East Zone were not confined to the S.P.D. A mass exodus 
from the Zone on the scale of the years 1946-7 would probably 
follow such a failure, and the Federal Republic would have to 
cope with it. 

Herr von Brentano, leader of the Parliamentary Committee of 
the C.D.U., in a press interview on 9 February regretted that 
German public opinion was not sufficiently united to support 
unanimously the position taken up by the Bundestag; there had 
been no single word from Mr Molotov, he said, to indicate that 
he would agree to really free elections in return for a renunciation 
of E.D.C., and it was not the legitimate task of German politicians 
to make such proposals.2, Mr Molotov’s proposal of 10 February 
for a fifty-year European security system, coupled with his refusal 
to state his position on free elections, was taken by the German 
delegation in Berlin to imply that he was not prepared basically to 
face the German question at all. On the other hand at least one 
leader writer in a West German pro-Government paper saw in the 
Molotov security plan the Soviet variant of Mr Churchill’s Eastern 
Locarno suggestion of May 1953, and claimed that, whereas real 
negotiation consisted in looking at concrete points in an oppon- 
ent’s proposal for possibilities of agreement, nothing of this kind 
had heppened in Berlin.‘ It remains to be seen whether the 
Western Ministers’ attempts to force Mr Molotov to state his 
position on the relation between his proposed security system and 
the North Atlantic Treaty Organization will be successful, but the 
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leader writer just quoted suggested that ‘in order to prove that the 
Russians’ price for re-unification is really so high, they them- 
selves must be prepared to stake more. . . The Russians had not 
yet even been offered a guarantee that the Atlantic Pact was not to 
be extended to the Oder’. 

Much earlier in the Conference, indeed, one West German 
commentator had given warning, on the one hand, of possible 
dangers of excessive rigidity on the Government side and, on the 
other, of illusions among members of the Opposition. “The 
attitude of reserve which Bonn is compelled by force of circum- 
stances to maintain would be of no particular significance but for 
the fact that in the last few days the discussions with and about 
Ollenhauer have shown what different interpretations can be 
placed on Molotov’s utterances—despite the agreement embodied 
in the Bundestag resolutions as to the basic formula to be taken 
as a point of departure (first free elections, then a national assembly, 
then a Government, then a peace treaty). The Chairman of the 
S.P.D. did not escape the suspicion that he imputed, in good faith, 
intentions to Molotov which after a thorough study of the Russian 
pronouncements proved to be unwarranted. On the other hand it 
cannot be denied that anyone who is against the E.D.C. (which is 
not synonymous with a rejection of all European defence) must 
inevitably be more open-minded in his evaluation of all Russian 
offers. ‘The fear that the West might become entangled in too 
strongly preconceived notions and might miss a chance of agree- 
ment certainly extends right into Government circles’.} 

Not much was heard, quite naturally, during the course of the 
Conference about the so-called Four-Power ‘little solution’ which 
some German commentators expected and feared might emerge if 
the Conference failed of its main purpose. In fact, the final 
communiqué merely recorded that the Foreign Ministers were 
unable to reach agreement on the German question. Mr Eden 
indicated, however, at the final meeting that the Western Foreign 
Ministers had instructed their High Commissioners to meet the 
Soviet High Commissioner in order to see what could be done to 
reduce the effects of the division of Germany, for instance by the 
easing of transport and frontier restrictions between the East and 
West Zones and between the sectors of Berlin. Nothing would 
seem less likely at the moment than that the East German Govern- 
ment will permit greater freedom of movement. They have, for 
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example, just refused to allow the holding of a laymen’s conference 
of the Evangelical Church in Leipzig next July because the strain 
likely to be imposed on the East German transport system would 
be too great in the ‘unclear political situation’. 

The possibility of freer trade has been envisaged in the West 
German press as part of a ‘little solution’. In so far as this concerns 
the two halves of Germany, it should be pointed out that at the 
present time the East German Government is behindhand to the 
extent of 16 million marks in its deliveries to Western Germany 
under the existing inter-zonal trade agreement. On the other 
hand the announcement, on 14 February, that a trade agree- 
ment had just been signed between the Federal Republic and 
Rumania is perhaps not without significance. Since the two 
Governments are not in diplomatic relations, the agreement was 
negotiated on the Western side by the German Eastern Com- 
mittee, a semi-official body in Bonn. It provides for an exchange 
during 1954 of Rumanian mineral oils, timber, and grain, in 
return for West German iron and steel goods and machinery, to a 
total value of some 33 million dollars. A recent number of the 
West German Government’s Bulletin gave a warning that the 
Soviets were likely to make every effort to ‘plug the gap in the still 
not fully integrated economy of the Eastern bloc’. Other West 
German papers have recently issued warnings against the illusion 
that there could be a decisive increase in East-West trade without a 
lessening of political tension. But there are signs that it may be 
difficult to convince German business men that to re-enter pre- 
war markets in Eastern Europe might have harmful political results 
which would outweigh any anticipated economic advantages. 

Not until the Foreign Ministers’ Conference was over, and with 
it the possibility of positive answers by Mr Molotov to the Western 
Ministers’ questions on his security plan in relation to N.A.T.O., 
or on any other subject connected with Germany, could there be 
any official pronouncement by the Federal Chancellor. But 
despite indications that two of the parties in his coalition Govern- 
ment are not yet fully satisfied with the Bill now before the 
Bundestag on the constitutional changes needed to give effect to 
the Government’s rearmament plans, there is little reason to sup- 
pose that the Chancellor will not carry the country with him in his 
summing up of the short term results of the Conference as they 
affect Germany. 
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It is not within the scope of this article to make conjectures as 
to the consequences of the Berlin Conference on Western policy. 
If comparatively little has been written concerning reactions in 
Eastern Germany to the later stages of the Conference, the reason 
is not far to seek. The newspapers and the radio have carried, as 
front page news, the words of Mr Molotov, with brief and partial 
summaries of the Western Ministers’ statements and arguments; 
the movement for ‘the peaceful solution of the German problem’ 
continues with increasing intensity, and plans seem to be afoot 
for another monster plebiscite which presumably will not differ 
from the 1951 plebiscite against rearmament—to which 12 million 
signatures were said to have been affixed—or from the National 
Front petition of January 1954 for the representation of Germany 
at the Conference, with its 10 million signatures. The authority for 
these figures is no other than Herr Grotewohl; the Western Foreign 
Ministers were given evidence unasked in the letters they received 
from East Germans as to how the figures, in the latter petition at 
all events, were secured. Since June 1953 Western Germans have 
known what value to attach to these and other demonstrations of 
support for the regime in Eastern Germany. No one within or 
without Germany can for a moment doubt the desire of all Ger- 
mans for the unification of their country. The question, un- 
fortunately, still remains—upon whose terms? 


H. G. L. 


Mexico Today 


Mexico, once a land of great social ferment and struggle, is wit- 
nessing another kind of revolution which is making more funda- 
mental changes in the pattern of her national life than did the more 
dramatic and colourful conflicts of the past. The old ways of life in 
which the Indian and Spanish colonial institutions were mingled 
still manage to survive in some parts of the country. But it is the 
drive to revolutionize Mexican industry and agriculture which has 
increasingly captured the imagination and support of the Mexican 
people and Government. 
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The attempt somehow to retain what is prized in the heritage of 
the past is being made with great energy, but there are ample indi- 
cations that many of the more picturesque elements of Mexican 
life—so much relished by tourists from more developed countries 
such as the United States—have died or are in the process of being 
hurriedly discarded. Yet so strong is the national character and 
personality that it may yet be possible for Mexico to achieve indus- 
trialization, but with a difference. There can be little doubt, how- 
ever, that she has left behind that part of her tradition which gave 
to popular legend such figures as Francisco Villa and Emiliano 
Zapata. In their place has come a sobriety which is epitomized in 
the person of the President who took office in December 1952, 
Adolfo Ruiz Cortines. 

Something of the flavour of the past could still be noted in the 
conduct of his predecessor as President of the Republic, Miguel 
Aleman. The six years during which he was in office were marked 
by a somewhat feverish atmosphere in which a series of imposing 
plans and projects were announced or undertaken with all the 
acclaim that could be produced by newspapers which were re- 
markably unabashed about thus advertising the fact that they were 
receiving Government subsidies. Industrialization was of course 
pursued at a headlong pace. At the same time, costly dams and 
plans for the development of huge areas were either planned or 
actually undertaken; roadbuilding was pushed forward; on the 
outskirts of the capital a cluster of impressive skyscrapers were 
built to house the National University. Yet although every lead- 
ing figure in President Aleman’s administration took care to give 
the customary pledge of support to the revolutionary programme 
enshrined in the 1917 Constitution, public confidence in the Gov- 
ernment party traditionally committed to ‘institutionalize’ the 
revolution was beginning to wane. No doubt much that was worth- 
while had been accomplished during the preceding six years, and 
the Aleman approach had the merit of winning popular support, at 
least for a time, for a vast national programme. But impressive 
public works were in danger of becoming a mockery in a country 
whose economy showed signs of weakness and decline. 

Public opinion was more than ready for a careful re-assessment 
of the situation and for a chief executive who would give signs of a 
more sober approach to the nation’s immediate problems. Presi- 
dent Ruiz Cortines was able to satisfy it on both counts. In speeches 
and public papers in which bombast was kept to a minimum, he 
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did not hesitate to put the unpalatable facts before the nation. He 
insisted that Mexico’s rate of population growth was outstripping 
the increase in national wealth; that the campesinos were being 
driven to seek work in the cities or on farms across the northern 
border; that inflation had devalued the peso to a quarter of its pur- 
chasing power in 1941. Later in the year still other home truths had 
to be faced. A serious drought had added to rural poverty and 
necessitated an increase in food imports, while a drop in the prices 
of some of Mexico’s chief exports, such as cotton, crude petroleum, 
lead, and zinc, had coincided with a decline in the tourist industry. 
At the same time, the rate of Government and business investment 
faltered—the first because of the period necessary for the new 
administration to take stock, the second because of an uneasy 
period of suspense while the new President’s policies were being 
clearly defined and enunciated. 

As time went on, President Ruiz Cortines made it obvious that 
his main emphasis was to be on quiet hard work rather than 
theatrical display. Although he was unquestionably a reformer, a 
radical programme of sweeping changes had no appeal to him. 
Instead he embarked on a programme to rid the Government of 
graft and excess expenditure, while at the same time he worked 
steadily to winnow the wheat from the chaff of Senor Aleman’s 
grandiose plans. Among the measures which pointed the way to his 
new approach was a complete overhauling of the administration of 
the Federal District itself, together with the suspension of Govern- 
ment support for the press. 

On the wider front, the new administration faced the problem of 
what to do to increase the purchasing power of the millions of 
peasants—estimated to comprise 60 per cent of the population— 
who receive less than 20 per cent of the national income. For unless 
land was irrigated in the north and reclaimed from the jungle in the 
south, droughts in the northern areas would continue—as they did 
last year—to force over a million Mexicans to try to cross into the 
United States to seek seasonal employment. Still another indica- 
tion of the failings of agricultural policy in the past was to be found 
in the fact that Mexico’s urban population had, since 1940, risen 
by more than 40 per cent, while the rural population had increased 
by only 15 per cent in the last twelve years. It was also apparent 
that the famous ejido system of collective farming, a pre-hispanic 
institution restored as one of the fruits of the revolution, was 
breaking down. The land for each community did not miraculously 
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increase with the population, and has not been made to yield more 
because there have not been enough farm credits to provide better 
seeds, fertilizers, insecticides, and instruction in scientific farming. 
Obviously the Government was obliged to take action to eliminate 
a situation in which Mexico was unable to feed herself from her 
own fields and had to import maize and other food staples. For by 
seeking increased production of cotton, so as to export it and garner 
foreign exchange, the intensification of food production had been 
neglected and the nation’s farm economy thrown out of balance. 

Time will be necessary to make a reckoning of the effectiveness 
of the gigantic irrigation and electric power projects undertaken 
under President Aleman to stimulate agricultural production and 
raise the income of the farmer. Those of his predecessor’s projects 
that were close to completion have been finished and put into 
operation by President Ruiz. Some of the other plans—such as the 
vast scheme for the development of the south-eastern portion of 
Mexico in the Papaloapan region, known as Mexico’s 'TVA—have 
been subjected to pruning and thorough revision. The main aim 
has been to concentrate on projects which can be finished and pro- 
duce results as quickly as possible. Thus, funds have been appro- 
priated to drill wells which will supply parched villages and their 
lands with water, to extend farm credit facilities, and to plan for 
immediate resettlement of farmers in new colonization areas. The 
new plans will not produce the imposing structures which the 
Aleman administration raised on the Mexican landscape, but it is 
hoped that they will be more effective in meeting problems of 
immediate concern. 

Industrialization, as it was developed during the preceding 
period, did not provide the answers to many of Mexico’s problems. 
President Ruiz is committed to industrial development, but he has 
drawn attention to a fact too often obscured: that industry cannot 
succeed and expand unless it is supported by continually increasing 
purchasing power. Out of a considerable re-thinking on the prob- 
lems of Mexico’s industrialization a number of measures have 
emerged, the first of which placed—and enforced—ceilings on 
prices for basic foods. The Government then acted to raise wage 
levels despite employers’ complaints that higher labour costs 
would drive marginal producers out of business, cause greater 
unemployment, and reduce sales because of the higher prices 
which must be charged to cover a larger wage bill. The adminis- 
tration’s spokesman, the Secretary of Economy, has insisted that 
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the Government was obliged to act because it was ‘socially unjust 
and economically unwise’ to allow the proportion of income ear- 
marked for workers’ wages to fall, as it has for the past ten years, 
while profits during the same period rose. The new programme, 
although unpopular in some quarters, has the support of those 
Mexican industrialists who have learned the lesson Henry Ford 
taught in the United States over forty years ago when he astonished 
Detroit with his initiation of the $5 daily wage. 

Indeed, private business has little to fear from the present 
administration in Mexico. The Government is doing all it can to 
expand production. An Industrial Guarantee Fund has been set up 
through which industrial enterprises are granted bank loans. 
‘Tariff protection, better fuel supplies, power, transport, and com- 
munications services, and tax concessions to encourage the re- 
investment of profits have all been extended to industry. ‘The pro- 
portion of profits that will not be taxed if re-invested has been 
raised from 10 to 30 per cent. Small industries are favoured by a 
lower tax rate. Provisions already existed for tax and tariff exemp- 
tion for the first ten years of operation by industries deemed to be 
making a contribution to the national economy. Thus, by stimu- 
lating both investment on the part of industry and consumption by 
workers, the Government hopes to give more strength and inde- 
pendence to the internal economy and provide for the thousands 
who enter the labour force each year. 

Judging by the experience of recent years, Mexico must incur an 
annual investment of over $400 million if she is to provide jobs for 
her population. In 1951 over one-fourth of this sum came from 
direct foreign investment, and Mexico has also received substantial 
loans and credits from abroad, chiefly from the United States. 
Total private foreign capital invested in Mexcio has more than 
doubled since 1945. It is now estimated by the Banco de Mexico at 
about $700 million, with manufacturing as the chief attraction for 
investors. Foreign investment in industry has grown from 119 
million pesos in 1938 to 1,565 million in 1951. Mining, tradition- 
ally the chief source of wealth in Mexico, was the second largest 
recipient of foreign capital, and the demand for minerals after the 
beginning of the Korean war brought a resurgence of activity in 
this type of investment. 

The United States has naturally been the chief source of foreign 
capital for Mexico. By the end of 1952, the leading development 
bank of the Mexican Government had borrowed a total of $261 
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million from the United States Export-Import Bank, from the 
World Bank, and from a few private United States banks. The 
direct investment in Mexico by private United States investors is 
now conservatively estimated at over $500 million. American 
manufacturers have opened many branch factories for the pro- 
duction of foodstuffs, chemicals and toilet articles, rubber goods, 
and consumer goods. Branches of United States retail shops have 
also been established. Subsidiaries of United States motor car 
companies assemble about 30,000 vehicles a year in Mexico, and 
there are also branch assembly plants for refrigerators, electric 
ranges, radios and television receivers, and other major appliances. 

The expansion of foreign investment in Mexico demonstrates 
that the Government has welcomed the entrance of capital from 
abroad. The present law on foreign investment in Mexico requires 
that 51 per cent of the ownership of an industry established in 
Mexico must be vested in Mexican citizens. But exemptions have 
been given for most kinds of industry, except in the cases of pub- 
lishing, films, radio, transport, fishing, and beverages. 

It is evident that much of the pressure upon the Government to 
give a new form and direction to foreign investment comes from 
the growing numbers of industrialists and manufacturers who have 
been created by the drive towards increased industrialization. 
Their cast of thought is indicated by a request from the National 
Industrial Chamber that the Government should enact a new law 
ensuring that basic industries are controlled by Mexicans, and that 
preference should be given to foreign credits over direct invest- 
ment. In support of their position they contend that interest and 
dividend payments abroad are rising and threaten to upset the 
already precarious balance of payments. 

Within the last year something of a new pattern in the partici- 
pation of foreign capital in Mexican enterprise has begun to 
emerge as the Government has sought to achieve greater diversity 
of investment. Officials have stated that in the future Mexico will 
not accept foreign credits if they are conditional on the purchase 
of machinery and equipment from the lender country. A welcome 
has been extended to investment offers from Europe in which 
foreign concerns offer to go into partnership with Mexican indus- 
trialists. Something of what may become a strong element in 
Mexico’s industrial structure can be seen in the large cellulose fac- 
tory now being set up with Mexican Government assistance as a 
joint Mexican-Italian venture. Reports are also current of a 
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Mexican-German consortium to expand the steel industry, and the 
Government is studying plans put forward by four groups from 
the United States and Europe for the establishment of a heavy 
chemical industry. A group of European bankers have offered the 
north-western state of Sinaloa a seven-year loan of $69 million for 
developing agriculture through electrification and irrigation pro- 
jects. A Fiat assembly plant for lorries is also being built in 
Mexico. 

So far as American capital is concerned, there will be ample 
scope for its use even if it is restricted to industries where it does 
not compete with national capital, and the same may be said of 
foreign investment in general. For as Mexican industrialization 
advances, opportunities open for investment in complementary 
industries which do not exist at present. United States petroleum 
companies, conspicuously absent for some years after the expro- 
priation act of 1938, have returned to Mexico, first as sub-con- 
tractors for Petréleos Mexicanos, the nationalized oil concern, in 
exploratory drilling operations, and more recently as suppliers of 
lubricating oil and aviation fuel. Four American companies have 
grants to work a Government sulphur concession in the Isthmus of 
Tehuantepec. The scale of the operations may be judged by the 
fact that one of the companies has invested over $5 million in the 
first sulphur plant to be built outside the United States to use the 
Frasch process. The Government, anxious to provide for increased 
chemical and fertilizer production within Mexico, will extend a 
warmer welcome to such enterprises than it will give, for example, 
to the establishment of another foreign-operated soap or detergent 
factory. 

The memory of the Mexican revolutionary period dies ‘hard, 
particularly in Europe where accurate information on Latin 
America often appears to arrive very tardily or not at all, but it 
ought to be possible now to take a more balanced view of Mexico 
as it is today. The revolution itself was brought on by an irresistible 
land hunger and its primary aim was to achieve a measure of land 
reform. To a large extent, Mexico’s agricultural problems, 
although still of great importance, have tended to fade into the 
background as time has passed. As in many of the Latin American 
countries, it is now the drive to industrialize which attracts public 
attention. Closely related to the vigorous national feeling and 
strong character of Mexico itself, the development of industry has 
become the foremost national goal which must be supported by all 
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those who hope to achieve and retain positions of power in 
Mexican public life. 

No doubt there are many—and not only in leftist circles—who 
would like to see industry developed exclusively by domestic 
capital. For the past twenty years, however, no Mexican Govern- 
ment has attempted to rely upon private Mexican capital to do so, 
although various measures have been and will continue to be taken 
to encourage domestic investment. But even during the immediate 
post-war years, when Mexico’s exports rose to a high level and 
provided the funds for increased investment by Mexicans them- 
selves, foreign investment went on alongside it at a growing pace. 
If foreign investment flourished during such a prosperous period 
it is difficult to see how it can be dispensed with now that falling 
commodity prices are shrinking the amount of local capital 
investment. 

Certainly, as a liberal capitalist country, Mexico does not seek to 
extend Government control to industry. While the State provides 
assistance in various forms to local enterprise, it also supports a 
policy of encouraging joint investment by Mexican and foreign 
capital. It seeks to diversify investment among various countries, 
as well as to channel it, to some extent, into specific areas of 
development helpful to the national economy as a whole. Although 
not a dramatic figure, President Ruiz is quietly but energetically 
pursuing a policy designed to make agricultural and industrial 
development contribute to the mutual support and strengthening 
of each other. Such a process, more haphazardly pursued in for- 
mer years, has now entered upon a period of constructive con- 
solidation and extension. 

Traditionally recognized as one of the leading nations of Latin 
America, Mexico’s progress towards her goal will be eagerly 
watched throughout the hemisphere. Nor will interest be confined 
to her neighbours on the two American continents, since Mexico 
has problems in common with many other countries in the family 
of nations. Like many of them she feels herself gifted with a cul- 
tural heritage of great value and integrity. Such a pride makes its 
own contribution to a desire to build a powerful modern nation. 
As industrialization proceeds, an aspiring middle class is most 
vocal in its demands for a better standard of living and for the 
introduction of the technology and the comforts which go with it. 
Films and periodicals from the United States and other highly 
developed countries also play their part in inspiring many people 
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to seek material advance. An urge to emulate the United States and 
its experience, so far as its high production and living standard are 
concerned, has done much to contribute to the desire for indus- 
trialization. In addition, railways and a national road system have 
done much to carry stories of the glamour and attractions of life in 
the cities and rendered the hand-to-mouth existence in remote 
rural areas more and more unattractive. The Indian campesino, 
sometimes emboldened by a drink of the fermented juice of the 
agave, who angrily throws a stone at the window of the passing 
limousine gives momentary vent to a feeling of anger which later 
may find expression in his throwing up his job on a farm to go into 
the crowded capital. There he joins the thousands clamouring for 
a job in a factory. Eventually, the same peasant hopes to drive a 
motor car himself. 

Mexico, then, like many other nations has found that there is no 
turning back once the race for industrialization has begun. When 
the first steps have been taken, forces are generated, often in the 
most unexpected quarters, which insist that the process go forward. 
The latter part of the nineteenth century and the first ten years of 
the present century saw the beginnings of the process of industrial- 
izatien during which railroads, a road system, and some manu- 
facturing came into being. After the revolutionary period from 
1910 to 1920 the country again moved forward towards its goal. 
With the second World War, which necessitated the production of 
goods within Mexico that could not be supplied from America 
or Europe, the country’s domestic industry was given perhaps its 
greatest incentive. The impetus achieved at that time has helped to 
push her much further along the road. 

Because of the course of her development, the debate over 
whether or not Mexico should industrialize has now only an his- 
torical interest. Those within and outside the country who still 
dream longingly of the ‘good old days’ can expect to receive no 
more than a pitying glance from a people determined to march 
forward into the ranks of the fully industrialized nations. How 
Mexico deals with the problem now and in the future is certain to 
provide a chapter of engrossing interest in the larger story of the 
attempt by many nations to attain a similar position. 


P.C. 








The Dilemma of the Polish Economy 


AMONG the countries of Europe Poland is certainly one of those 
which the last war left with the most profound structural changes, 
whether geographic, demographic, or economic: with heavy scars, 
yet still with great potentialities. About a fifth of her population 
and two-fifths of her national wealth were lost in the catastrophe: 
about half her territory, with over a third of her population, was 
annexed by the Soviet Union, and this as well as her territorial 
gains in the West involved large scale migrations. In effect her 
lands have shrunk by a net fifth and her population by two- 
sevenths, while her industrial capacities have increased by about 
a third. 

By 1949 the newly acquired territory was already adding 
roughly a half to coal, cement, paper, sugar, and engineering output 
and two-thirds to her power generation: it has doubled her coke 
output and has supplemented her steel output by a fourth and 
her cotton goods production by a third. It provides Poland with 
half the goods she exports. Her coast line has been lengthened to 
some 300 miles, and she has acquired two great harbours, Gdansk 
(Danzig) and Szczecin (Stettin), connected with the hinterland 
by means of a dense network of railroads and inland waterways. 
While Poland lost much of her pre-war agricultural and forest 
wealth to the Soviet Union, the relatively more-advanced farms 
of the West provide her towns with an added third and two-fifths 
respectively of bread and potatoes. The malaise of the population 
pressure upon farmland has been relieved: there are now roughly 
three acres of arable land per farmer, as against only two before 
the war. In a word, from an upheaval which reduced her political 
status Poland has emerged as a different economic unit with a 
higher potential and still higher potentialities. 

By 1946 Russian dismantling operations and removals of capital 
equipment from the new Polish territory—officially estimated at 
about half a milliard dollars*—ceased, while most of the U.N.R.R.A. 
aid allocated to Poland, amounting to a similar sum, was already 
being injected into the country’s economy. 

Increasing Western opposition to Soviet designs on the Ruhr 


2 cf. S. Jedrychowski, Trybuna Ludu, 3 June 1951 and 23 September 1952; 
A. E. Szypinski, Gospodarka Planowa, 1953, No. 1, p. 37. 
* cf. Bierut’s statement, Rzeczpospolita, 24 August 1945. 
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may have influenced Russia’s decision to build up a substitute 
within her own sphere of influence, based primarily on the riches 
of Silesia. The work of reconstruction in Poland was set on foot in 
accordance with a mixed socio-economic pattern which still 
looked—to use someone else’s apt expression—with one eye 
towards Marx and the other towards Keynes. By 1949 the initial 
goals had been, broadly speaking, attained and surpassed, and 
long-term programmes were adopted, with three aims in view: 
to assimilate the country’s social and economic structure to that of 
the Soviet Union, to industrialize it as rapidly as possible, and to 
integrate it with the whole of the Soviet orbit. As everywhere else 
in this orbit, the international tension brought about by the Korean 
crisis speeded up the process of a social and economic Gleich- 
schaltung. ‘The Communist Party’s monopoly of power became 
complete: all internal opposition was smashed, the armed. forces 
under Rokossovski’s command were rapidly built up, the emphasis 
on heavy industries was increased, the collectivization of farms 
begun—all these processes in fact being closely interrelated. 

Last January Poland passed the milestone which marked the 
last third of the six-year Plan period (1950-55 inclusive). ‘This 
may be a good vantage point from which to assess past achieve- 
ments and failures and to make some attempt at a forecast. 


POLAND’S NEW PLACE IN EUROPEAN ECONOMY 


There can be little doubt that the economic structure of the 
country has undergone a radical change. Town and country 
populations are now almost equal.! The share of industrial output 
in the gross national product has risen from less than half before 
the war to almost four-fifths. Even when making all necessary 
reservations as to the criteria and methods of calculation involved, 
the claim that the net industrial production reached a value of 
$2,500 million (1938 prices), as compared with the pre-war 
figure of $700 million, is not without significance. While even 
stronger reservations of the same nature are justified in any 
country-to-country comparisons across the Iron Curtain, there 
may also be some truth in the claim that in his per capita industrial 
yutput the Pole has overtaken and left far behind the Italian and is 


‘ According to the 1950 census, 46 per cent of the population was then 
dependent on agriculture for its livelihood, as compared with 62 per cent in 
1930. In 1952 the proportion of non-farmers was given at about 60 per cent 
(Zycie Warsowy, 19 August 1952). 
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in fact already approaching the French in the industrial race.’ Yet 
another basic change is that the share of capital and strategic 
goods within the national product as a whole has risen sharply at 
the expense of consumer goods.? 

Another important feature of the development programmes is 
the shifting of the geographical and economic centre of gravity. 
Four-fifths of the new plant being erected, and seven-tenths of 
the capital invested, lies outside the Silesia and Lodz regions. 
Before the war those regions employed between them two-thirds 
of the nation’s industrial manpower, whereas by next year, 
according to plan, they will employ only half. Clearly two birds 
are being killed with one stone: military strategy influences the 
dispersal of vulnerable industrial centres, while class strategy 
dictates the large-scale transfer of proletarian elements to the 
industrial ‘white spots’ of the country. 


ADVANCES IN INDUSTRY 


Following the familiar pattern, steel, engineering, and heavy 
chemicals are the linchpins of Polish industrialization. 

Steel. Poland’s use of steel is estimated at 144 kg. per head— 
which does not place her very high in the European table. But the 
increase from a total pre-war production of about 14 million 
tons to cover 34 million tons of crude steel in 1953° is certainly an 
achievement. Next year this total is expected to reach 4°5 million 


1 This claim has been put forward on the basis of a semi-official computation 
derived from data published in the annual reports of the E.C.E. Such computa- 
tions, for what they are worth, would show the following changes in net in- 
dustrial production: 


Country 1938 1952 
Aggregate pp. cap. p.cap. Aggregate p. cap. p. cap. 
$ md. $ ratio to $ md. $ ratio to 
(1938 prices) Poland (1938 prices) Poland 
Poland o-71 20°5 1'o 2°5 89-6 1° 
France 3:2 75°97 3°7 4°4 104°3 1°16 
Italy 1°8 41°O 2°0 2°5 52°1 °°6 


cf. Polish Foreign Trade, 1953, No. 17. 
* Producer goods represent more than half the industrial output. (Prawdzic, 
Ekonomista, 1952, No. 3, p. 56). 
8Pig Iron and Steel Output (in million tons) 
he 1947 1948 1949 1951 982 1953 


Pig-Iron ° 1*2 1°36 1°6 1 
Steel 1°44 1°58 1°9 2°3 2°79 3°2 3°6 
Rolling-mill products 1°08 1°6 2°4 


(partly estimated) 
cf. E.C.E., Steel Division, European Steel Trends, 1949, p. 120, and 1952, 
Ann. 1A; E.C.E., Economic Survey of Europe since the War, 1953, p. 246; 
Trybuna Ludu, 4 November 1953. The longer-term aims are mentioned by 
Wang, Gospodarka Planowa, 1952, No. 6. 
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tons, and the eventual level of 8 to 10 million tons envisaged for 
the end of the current decade would make Poland an important 
steel-producing country of Europe. At the same time the handicaps 
of comparatively low pig-iron and steel-rolling capacities are being 
remedied. Both modernization and extension are under way. The 
extra steel and iron is to come mainly from three combines: 
Chorzéw, Czestochowa, and Nowa Huta. It is the last-named— 
a huge combine of coke ovens, open hearth and blast furnaces, 
rolling mills, and thermo-electric stations—which is the ‘giant’ 
of the investment programme. The experience gained in its con- 
struction is to be used in building another—a high grade steel 
combine, already started in the capital. At Western European 
prices the Nowa Huta ‘giant’ alone would cost something like 
half a milliard dollars. 

Engineering. Steel users follow suit at even higher speed. Steel- 
consuming branches of engineering, for the construction of rolling 
stock, tractors and vehicles, and ships are being developed. The 
rebuilt and extended factory of Wroclaw (Breslau) has made 
Poland one of the leading producers of railway wagons, with a 
recent annual production of some 17,000 wagons. New car and 
lorry factories at Zeran and Lublin have started production; 
tractor output has reached the figure of 6,700 machines of 15 h.p. 
a year—the equivalent of the annual supply to farming. A har- 
vestor factory near Poznan is under construction. Machine tool 
output is, as far as tonnage goes, twelve times the pre-war figure. 
Ball-bearing production has begun, as well as that of many other 
kinds of equipment. While no ship over 5,000 g.r.t. has yet been 
built, and engines for ships have still to be imported from abroad, 
the shipyards of Gdansk (Danzig), Gdynia, and Szczecin (Stettin), 
employing 26,000 workers, are being gradually developed. They 
have supplied at least a part of the ocean-going fleet of about 
350,000 g.r.t.! Before the war engineering ranked, in production 
value, fifth, after food processing, textiles, and coal: after fifteen 
years it outstripped them all, and in 1952 took first place among 
all the branches of industry.? 

Rough estimates, based on those of the Economic Commission 
for Europe, suggest an overall engineering output approaching 


14 milliard dollars, which, theoretically at least, is sufficient to 


' Trybuna Ludu, 4 November 1953; E.C.E., Economic Survey of Europe, 1953; 
Financial Times, 28 October 1953; Izvestia, 6 January 1954. 
* Prawdzic, in Ekonomista, 1952, No. 3, p. 63. 








126 THE WORLD TODAY, VOL. 10, NO. 3, MARCH 1954 


provide equipment for a quarter of a million new recruits into 
industry." It is certain that this output also equips recruits for the 
swelling armed forces. One of the economic reports to the Central 
Committee in preparation for the second Party Congress sig- 
nificantly states that ‘the necessary amount of defence equipment 
has been secured.”* 

Chemicals. Self-sufficiency in cement, a necessity for Poland’s 
building programmes, has been secured both through the plant 
acquired in the Western territories and through the newly- 
constructed factories, among which the new Wierzbica factory is 
said to be one of the largest in Europe.* Large-scale investments 
have in fact been made in almost all fields of the chemical industry. 
Sulphur acid factories have been modernized. The important 
chemical combines of Oswiecim (Auschwitz) and Wizow are 
being expanded. Output of phosphate fertilizers appears to have 
reached about 150,000 tons a year, while that of nitrogen is slightly 
higher. In 1953 something under 500 million tons of domestic and 
imported fertilizers (in terms of pure content) went to agriculture. 
When the Kedzierzyn (Heydebreck) factories are completed about 
three or four years hence annual output should reach a level of 
a million tons of nitrogen fertilizers. Herein lies one of the main 
links between industrial investment and programmes for agri- 
cultural development. 

Raw Material Deficiency. Considerable means are devoted to 
the development of synthetics and plastics. It is in this field that 
the planners try to make up for Poland’s deficiency in such basic 
raw materials as rubber, leather, cotton, and wool.* In all of them 
she is heavily dependent on imports, and this applies also to all 
non-ferrous metals except lead and, above all, zinc, the only one 

1 Assuming that half of the output is needed for replacements and that 
$3,000 worth of machinery is required on the average to equip a new worker. 
Cf. E.C.E., Economic Survey of Europe, 1953, p. 202. 

2 Trybuna Ludu, 4 November 1953. 


® Poland’s cement output has been reported as follows (in million tons): 
1938 1946 1949 1953 
1°72 1°34 2°35 3°32 
The brick output is in the neighbourhood of 1,000 million (Zycte Warszawy, 
15 January 1954). Cf. Trybuna Ludu, 4 November 1953. 

* Derived from Polish Facts and Figures, 31 October 1953. Poland has lost all 
her deposits of potash in the territories annexed by the Soviet Union. Her out- 
put of K,O was about 100,000 tons before the war. Prospecting for potash is 
under way in the Klodawa region. 

° The new territories increased Poland’s wood-processing capacities by two- 
thirds, while her forested area is a sixth less than before the war. This and the 
steeply rising building and industrial consumption account for the scarcity of 
timber as well. 
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of which she has very rich deposits.! The scepticism felt concern- 
ing the ambitious development plan for copper appears to have 
been justified,* and little is known about the progress of the plan 
for doubling zinc production. 

Neither does there seem to have been any marked success in the 
frantic efforts to achieve even a modest degree of self-sufficiency 
in iron. Poland’s iron ore resources are small and of low grade. 
Independent experts appraise sceptically the Soviet experts’ 
analysis and development programme, which assumed that by 1955 
home supply would cover some 30 per cent of the total blast 
furnace requirement.* Probably not more than a third of this target 
has been achieved: the rest has to be imported mainly from the 
Soviet Union and Scandinavia. 

Coal. Poland’s greatest wealth—coal—has to make good her 
deficiencies in other raw materials. It is the basis of the expanding 
chemical industries and metallurgy, and the main source of in- 
dustrial energy. In one sense it is abundant, yet in another it is 
scarce. 

Official statistics on Polish coal tend to mislead the reader by 
making the usual comparisons between present-day achievements 
and the performance of the old-territory mines alone. It is true 
that the 1953 output figure of 89 million tons—51 million tons 
above the pre-war figure of about 38 million—is impressive, but 
Poland’s mines are only now approaching their all-time record 
level of ten years ago (though admittedly the German war-time 
management grossly neglected maintenance). However, Polish 
coal basins have extremely favourable geological conditions; their 

1 It is probable that zinc output has by now surpassed (by 25 to 30 per cent) 
the pre-war level of 100,000 tons, i.e. has roughly regained the 1937 level of 
the present territory’s output (135,000 tons). The same may apply to lead 
(20,000 tons). 

2 Trybuna Ludu, 4 November 1953. 

* Polish iron ore reserves are estimated at perhaps 147 million tons, with an 
average of 28 to 30 per cent iron content. Cf. European Steel Trends, p. 115. 
The current output seems to be a quarter above its pre-war level, with 350,000 
tons metal content, i.e. one-third of what was planned for 1955. 

* Polish hard coal and lignite output (in million tons) 


1938 1943 1946 1948 1949 1950 1951 1952 1953 1955 
Coal Plan 
Pre-war territory 38 
Present territory 69 92 47 #70 74 78 = 82 84 89 100 
Lignite (present 
territory) 6 2°93 5 6 8-5 
cf. E.C.E., Economic Survey, 1953, p. 244, Trybuna Ludu, 4 November 1953; 
Kohlenwirtshaft der Welt in Zahlen, Essen, 1952. Poland’s probable main coal 
reserves have been estimated at 193,000 million tons, of which about 20,000 
million is coking coal. cf. European Steel Trends, p. 116. 
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average thickness of seams is greater than that of Germany, 
France, or Britain, and the average depth of the seams is smaller 
than in the Ruhr or the United Kingdom. The low productivity 
of the miner will be discussed later. A return to his pre-war output 
and its gradual increase can be achieved only through large-scale 
investment, better labour relations, and improvement in living 
standards. In all three of these respects the position is far from 
satisfactory, despite the relatively high burden carried by the 
nation to secure coal output expansion. Since the war two new 
mines have started production, while eight more are under con- 
struction: after several years they may add about 1o million tons 
to the annual production. Investment is concentrated mainly on 
the mechanization of existing pits: it has been estimated at 
$1-5 per ton of annual output, which would mean a total expendi- 
ture of about $120 million.? 

Perhaps even less satisfactory than the state of fuel production 
is that of fuel economy. Deficiencies in technology as well as in 
industrial organization seem to account for a very high wastage: 
for example, it takes about 0-91 kg. of coal to produce 1 kwh of 
electricity in Poland, or about half as much again as in Britain. In 
a typical railway district 60 kg. of coal are used per 1,000 ton-kms 
where 50 were used before.? 

As a result of all this, although with a yearly coal output of 
about 3°4 tons per head Poland ranks among the main hard coal 
producers, fuel has become one of the limiting factors of the econ- 
omy. Over the current Plan period industrial production has more 
than doubled, but coal extraction rose only by a fifth.* The lag of 
coal behind the overall growth of the national economy is in fact 
greater than is reflected by these two figures owing to the dis- 
proportionally rising requirements of coking,‘ chemicals, and other 


' E.C.E., Economic Survey of Europe, 1953, p. 206. 

2 E.C.E., Recent Developments in the Electric Power Situation in Europe, 
1951-2; Zycie Gospodarcze, 1953, No. 32, p. 1269 and No. 13, p. 387. 

* In the official version gross industrial product rose by 115 per cent in 1953, 
as compared with 1949. But the reader should be cautioned as to the statistical 
criteria and methods applied. Cf. Trybuna Ludu, 4 November 1953. 

* By next year coking requirements may reach as much as 15 per cent of 
Poland’s coal output. Cf. Zycie Gospodarcze, 1952, No. 9, p. 456. Coke output 
may be estimated at about 8 million tons, as compared with the pre-war (1938) 
figure of 2-3 million tons in the old and 5-7 million tons in the present territory. 
Particularly heavy investment is required to raise the output of high-grade 
coking coal: there are rich deposits of it around Walbrzych, but working con- 
ditions are more difficult there than perhaps in any other Polish coal field. 
Nevertheless sustained investment effort in both coal mines and coke-using 
piants have helped to overcome the acute shortage. 
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coal-consuming industries, as well as to the demands of the co- 
satellites which are affected by chronic fuel hunger. 

Energy Generation. As with coal, the usual official comparisons 
of pre-war energy generation in the old territory with that of 
present-day Polish power stations tend to mislead the reader. True, 
the plants are producing three and a half times as much electricity 
as before the war.* And already 4,600 kwh per worker are con- 
sumed in Polish factories, as against only 3,400 kwh in 1938.* 
But an empirical rule of thumb suggests that electric power 
generation in an economically progressing country must outpace 
industrial output by from 20 to 30 per cent, while for Poland in the 
current Plan period the reverse is true, since with 13-5 milliard 
kwh her power generation is only greater by half than it was at 
the start. ‘Thus here again we are up against a ‘bottle-neck’ trend. 
However, the current capacity increase per head of population for 
the period between 1952 and 1955 is 0-08 kw,‘ a figure correspond- 
ing to, say, that of France, and even higher than that of Western 
Germany, though far lower than the British. In addition to large 
thermo-electric plants such as Miechowice and Jaworzno,® hydro- 
electric stations on the Porabka and the Sola rivers, built before 
the war, are being steadily expanded, as well as the powerful 
Dychow station on the Bober river. (On the other hand for some 
time deep silence has prevailed as to the previously much-pub- 
licized plans for developing in the next Plan period hydro-electric 
power resources within the framework of a vast development 
programme of the whole inland water system: it is likely that this 


' Before the war Poland was able to cover her consumption of oil by her own 
output of about half a million tons a year. After the war roughly two-thirds of 
her oil fields were annexed by the Soviet Union. In what was left of them the 
output has been probably brought up to something like 250,000 tons. The rest 
of her consumption requirements, estimated at about 600,000 tons, is covered in 
part by the expanding synthetic oil production (perhaps 100,000 tons) and the 
remainder by Soviet and Rumanian imports of crude and refined products. 

® Production of electric power (milliards of kwh) 
1938 1946 1947 1948 1949 1950 1951 1952 1953 1955 
lan 
Pre-war territories 3°98 
Present territories 7 5°7 66 7-5 8°: .¢°4 11°11 12°97 13°§ 19°3 
The present electricity consumption is about 620 kwh per inhabitant, as com- 
pared with about 1,430 in Great Britain and about 1,140 in Western Germany. 
Cf. E.C.E., Economic Survey of Europe 1951, p. 245; Trybuna Ludu, 4 November 
1953. 

° Trybuna Ludu, 4 November 1953. 

*E.C.E., Recent Developments in the Electric Power Situation in Europe, p.65. 

° Only about one-twentieth of Polish electricity production comes from hydro- 
electrical stations. Consequently, even if electricity is taken into account, coal 
still remains the decisive basis of energy generation of the country. 
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programme has been shelved for the present.) A major hydro- 
electric plant takes up to ten years to construct and, as with rail- 
way construction, is apt to tie up vast amounts of capital. It seems 
that $1,000-1,200 million is a conservative estimate of the cost— 
at Western prices—of increasing Polish thermal and hydro- 
electrical capacity by the 2,000 mw planned for the 1952-5 
period only. 


MEETING THE CAPITAL DEMAND: FOREIGN TRADE 


What has been said so far may serve to convey at least the scale 
of the tremendous investment effort which has become the funda- 
mental problem of post-war Poland. The crucial question is from 
what source can a capital demand of such scale be met. In attempt- 
ing to answer this question it may be convenient to begin with the 
Polish balance of trade. 

With the necessary reservations, the sum of between $1°5 and 
1-6 million may be taken to represent broadly the order of mag- 
nitude of the Polish foreign trade annual turnover.* Imports have 
been pruned down to bare essentials. Machinery and other 
equipment represent more than a third, and with raw materials 
and semi-finished goods they make up no less than four-fifths of 
the total imports. The power generation development pro- 
gramme involves the importation of large machines and genera- 
tors; coal, ore, and oil development plants imply such require- 
ments as composite coal cutting and loading machines, or excavat- 
ing machines, and coal and ore sorting, washing, and lifting 
machinery; metallurgy and steel development need equipment for 
steel furnaces and rolling mills and for the production of ferro- 
alloys. Some types of basic chemical producing machinery are 
also needed from abroad. While, generally speaking, the import 
requirements of the vast building projects are comparatively low, 
some machines, such as heavy excavators, have to be imported, 
as well as some light industrial equipment and special agricultural 
machinery—though, as has already been mentioned, Poland is self- 
sufficient in her present limited supply of tractors.. Moreover, 
regular imports of deficient raw materials are a necessary adjunct 
of the growth of industry they have to feed. 

In broad terms, Poland’s gross import requirements of machinery 


1 Rough estimate derived from E.C.E., Recent Developments in the Electric 
Power Situation in Europe. 

* Computed on the basis of the published data on the share of countries out- 
side the Soviet bloc in Poland’s foreign trade—see below. 
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and equipment may be said to amount to $280 million a year, 
representing about a fifth of her machinery investment. ! 

Let us examine more closely the way her import requirements 
have been satisfied.* Clearly, to the extent that the resources 
needed for investment might come from abroad in the shape of 
grants or credits, the burden carried by the nation itself would be 
lessened. 

Integration within the Soviet orbit finds its expression in the 
constantly falling share in Poland’s foreign trade of countries 
outside the Soviet orbit. Though valuaton of the intra-orbit com- 
modity exchanges is, owing to lack of information, a most elusive 
process, it may perhaps be accepted that at present the Soviet 
Union, the remainder of the Soviet bloc, and the rest of the world 
each represent roughly a third of her foreign trade volume.* 


Trade with the West 


In exchange for industrial goods, iron ores, and a few basic 
raw materials, mainly from overseas, such as rubber and wool, 
Poland supplies the West principally with coal, food, and timber. 
For several years after the war her coal was in fact the greatest 
single currency earner of the Soviet bloc: at the time of the Korea 
boom it brought her about $250 million a year. As a result of 
shrinking in both markets and availability, it now earns perhaps no 
more than a third of this amount, while the export tonnage fell to a 
half of the post-war peak.‘ Increased food and timber exports 


1 Estimates made (probably at an early stage) by the Industry and Materials 
Committee of E.C.E. put Poland’s grcss import requirements of engineering 
products in 1953 at a lower sum, i.e. at $190 million. The same source esti- 
mated Poland’s export potentialities in engineering at $80 million, and her gross 
import requirements at 23 per cent of the whole machinery investment. Cf. 
E.C.E., A General Survey of the European Engineering Industry, 1951, p. 113. 

® Polish foreign trade turnover is stated to have developed as follows: 

1938 1947 1948 1949 1950 
100 75 140 167 17 

Unfortunately no information on the method applied has been given. Cf. 
Polish Foreign Trade, 22 July 1951, p. 21. 

8 Figures given for trade with countries outside the Soviet bloc (expressed as 
percentage share of the total foreign trade volume) are: 1948, 59 per cent; 
1950, 41 per cent; 1951, 42 per cent; 1952, 33 per cent. 

In 1952, of the 67 per cent share of the Soviet bloc in Polish foreign trade the 
Soviet Union was reported to be responsible for 32 per cent and the satellites for 
35 per cent. Gf. Gede, Nowe Drogit, 1953, No. 3, p. 33: Bialer, Ekonomista, 
190S2, No 3, Pp. 55 seq. 

* Export of coal to Western Europe (in million tons) 
1936-38 1948 1949 195! 1952 Ist quarter 1953 
11°3 13°4 12°0 9°9 71 1°4 
(average) 
cf. E.C.E., Economic Bulletin for Europe, vol. 4, Nos. 2 and 3, vol. 5, No. 2. 
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have recently had to come to the rescue.' As a result, the United 
Kingdom far outpaced all other Western European countries as 
a Polish export market. (Finland is a close runner-up, but the 
balance in Poland’s Finnish trade of about $20 million a year is 
being offset by Finnish deliveries to the U.S.S.R. How the tri- 
angular arrangement is settled between Poland and the U.S.S.R. 
has never been disclosed.) 

In broad terms, Poland’s exports to countries outside the Soviet 
orbit exceed her imports. In 1952 the surplus was about $80 
million. In other words, Poland’s trade with the free world leaves 
her with some surplus which accrues to the Soviet-controlled 
foreign exchange pool.? 


Trade with the Co-satellites 


There is very little data available as to Poland’s trade with the 
co-satellites. Her main trade partners among them are Eastern 
Germany and Czechoslovakia. They provide Poland with perhaps 
a quarter of her capital goods imports, though she herself supplies 
these two countries, as well as other co-satellites, with rolling stock 
and some machine tools and other machinery. She serves as the fuel 
reservoir of the whole satellite orbit and at present provides it with 
perhaps 12 million tons of coal a year.* She is also the source of 
supply of zinc, while she herself depends on supplies of aluminium 
from Hungary and a few other non-ferrous metals from Bulgaria 
and Rumania: the latter covers a part of her demand for oil. 
Eastern Germany makes up for a part of her deficiency in potash 
fertilizers. In spite of repeated denials, it is almost certain that 
Poland has to provide Eastern Germany with foodstuffs, at least at 
times of acute shortages such as developed last year. Eastern 
Germany appears to be the only co-satellite with whom Poland 


* In 1936-8 Poland exported 1-8 million cubic metres of timber; in 1949-51 
timber exports averaged 427,000 cubic metres a year. 

* In 1952 the value of her imports from outside the Soviet bloc was $204 
million, and of exports $284 million. In 1953 (estimated on a yearly basis from 
8-9 months’ data) these figures probably fell to $135 and $200 million respec- 
tively. Estimated from E.C.E. Economic Bulletin for Europe, vol. 5, No. 2; U.N. 
Direction of International Trade, Statistical Papers, Series T, vol. IV, No. 8. 

3 In 1950 Poland delivered 7-2 million tons of coal to Eastern Germany, 3:5 
million tons to Czechoslovakia, and 0-3 million tons to Hungary. Cf. U.N. World 
Economic Report 1950-51, p. 117. 

Polish home consumption of coal has been reported to amount to 62-5 million 
tons: this would leave some 26 million tons for export, of which, in 1953, about 
20 million tons were for export to the Soviet orbit. Assuming that exports to 
Russia amount to about 8 million tons, 12 million tons would represent exports 
to co-satellites. Cf. Gdérnik, No. 23, p. 4. 
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has a credit balance in commodity exchanges: this means that, 
in so far as the chronic export surpluses are not settled, Poland 
has to finance East German economy.' Trade exchanges with the 
rest of the European satellite area are probably balanced out.* In 
the Asian area Poland has to undertake gift deliveries of machine 
tools, rolled goods, rolling stock, and other material for the re- 
construction of North Korea.* She has also to shoulder a heavy 
burden in her economic relations with China. Up to two-thirds of 
her total ocean-going tonnage is tied up in Chinese trade; her 
exports of transport and industrial equipment to that country are 
rapidly growing, and she has undertaken to deliver and construct 
complete plants there, starting with two sugar refineries. Reliable 
sources maintain that China repays by her counter-deliveries only 
a small part of the Polish goods and services she receives.‘ 


Polish-Soviet Trade 

Polish-Soviet trade has trebled between 1947 and 1952, when it 
achieved the level (both ways) of 2,800 million roubles.® Since 
Poland’s trade with the Soviet Union is supposed to be roughly 
equal to her trade with the whole of the world outside the Soviet 
bloc, the 2,800 million roubles have to be taken, with all due 
reserve, as equivalent to about $500 million. ® 

Polish-Soviet trade moves in two channels. In the first one 
Poland receives iron-ores, chromium, and copper (amounting to 


‘ Development of Polish-East German trade has been reported as follows: 
1948, 100; 1949, 161; 1950, 237; 1951, 322. Cf. Die Wirtschaft, 5 September 
1952. The 1951 turnover may be estimated at about $200 million. 

* The latest figures reported for Poland’s trade with Czechoslovakia and 
Hungary refer to 1950. In that year trade exchanges were broadly balanced out 
at the level of 166 million and 72 million dollars respectively. Cf. E.C.E., 
Economic Bulletin for Europe, vol. 3, No. 2, Table XXII. 

° Polish Facts and Figures, 21 November 1953. 

* Development of Polish-Chinese trade has been reported as follows: 1950, 
100; 1951, 584; 1953, about 675. Of Polish exports to China 45 per cent are 
investment goods. Cf. Kobryner, Zycte Gospodarcze, 1953, No. 27, p. 1029. 

5 Volume of Polish-Soviet trade has been reported as follows (in milliard 
roubles): 

1945 1947 1948 1951 1952 
0°35 0°79 ee 2°28 2°8 

Cf. Bialer, Ekonomista, 1953, No. 3, p. 78. 

* Polish-Soviet trade turnover was reported to have reached about $229 
million in 1948 (Cf. Richter, Zycte Gospodarcze, 1 November 1949). Since that 
figure is supposed to have doubled by 1952, the estimate of its present level at 
about $500 million appears to be confirmed. 

Some further direct computation may suggest a following tentative balance 
of trade of the two countries: current deliveries each way $150 million (first 
channel), Soviet investment deliveries $120 million, and Polish repayment 
instalments $60 million (for 1953). 
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between 50 and 80 per cent of her total imports of these metals), 
about 50 per cent of imported cotton, and 100 per cent of imported 
nickel and manganese.’ All such imports are to be paid for fully 
and immediately by Polish counter-deliveries. The second channel 
is usually referred to as that of ‘brotherly aid’, through which 
Russia sells to Poland investment goods on credit. Transactions in 
this channel are of very limited size, amounting to 2,200 million 
roubles, which apparently correspond in value to $400 million, 
or to perhaps 3 per cent of the total investment of the current 
Plan. The terms are such as to make it hardly an investment credit 
in the usual sense. Deliveries are spread over a period of nearly ten 
years; each shipment is to be paid for within five years, repayment 
starting almost at once in the year following the delivery.? It seems 
that about one-third of the credit deliveries are to go to the Nowa 
Huta Iron and Steel Combine only.® 

The burdensome service of the investment credit, added to the 
requirements of the first channel of Polish-Soviet trade already 
described, drains the country of a constantly growing stream of 
goods, particularly rolling stock, machine tools, and other machin- 
ery, as well as coal. In fact, in Poland’s coal exports the Soviet 
Union has secured a leading place, with perhaps some 8 million 
tons a year,‘ and while, until recently at least, in Russia’s require- 
ments first priority has been reserved for producer goods, they are 
certainly supplemented by industrial consumer goods. Indirect 
estimates seem to confirm that between a third and two-fifths of 
Polish sugar output goes to the Soviet Union. Some Soviet cotton 
returns to the U.S.S.R. after being processed in Polish mills 
(which may account perhaps for the otherwise rather surprisingly 


1 See Bialer, Ekonomista, 1953, loc. cit. 

* Dodziuk, Zycte Gospodarcze, 1950, No. 9, p. 421. 

® Margaret Dewar, Soviet Trade with Eastern Europe, 1945-9, P. 44. 

*Soon after the war the Soviet Union suggested the creation of a mixed 
Polish-Soviet company for the exploitation of the Polish mines, with a 50-50 
share of profits, the Soviet contribution to this company being the expulsion of 
Germans from the coal fields. Since this suggestion met with strong opposition 
from the then Government of Warsaw it was replaced by an offer to take ‘coal 
reparations’ from Poland instead. These reparations have been cut down to 6°5 
million tons a year and are supposed to last for the period of Soviet occupation 
in Germany. 

S. Mikolajczyk, at that time Vice-Premier of the Government of Poland 
(The Pattern of Soviet Domination, p. 158), maintains that the agreement with 
the Soviet Union provided for a price of $1-25 per ton, which seems to refer 
only to deliveries within the ‘reparation’ scheme. Cf. also Margaret Dewar, 
op. cit., p. 40, footnote 1. 

E.C.E, estimates total Polish coal deliveries in 1951 at 8 million tons (cf. 
Economic Survey of Europe, 1951, p. 65.) 
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large post-war development programme of the Polish cotton 
industry). 

To assess more precisely the impact on Poland’s economy of 
the role which the Soviet bloc plays as the main outlet for Polish 
exports and the source of Poland’s supply, a better knowledge of 
the terms of trade than is available would be necessary. However, 
at least with regard to the major part of coal deliveries, there is 
enough reliable evidence to suggest that the Soviet Union obtains 
it as war reparation—something rather unusual between allies— 
and at a nearly nominal price. 

No mention has ever been made of the method of payment for 
Polish ‘invisible’ exports to the Soviet Union, among which the 
services of Polish railways in the huge traffic between the Soviet 
Union and Eastern Germany are of special importance. Neither 
has there been any mention of how the Soviet debt to Poland on 
German reparation account has been settled: this debt may be 
estimated to amount to $3 milliard.* 

1 See previous note. 

* By the Potsdam agreement of 1945 the Soviet Union undertook to collect 
war reparations from Germany for Poland and to reimburse her with a 15 per 
cent share in her takings. 


The Soviet Union’s takings in war reparations, dismantling included, have 
been estimated at a total of $28,000 million (current). Neues Vorwaerts, 24 July 


1953 
A. Z. 


(To be continued). 
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